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INDEPENDENT AUDITOR'S REPORT

Members of the Township Board
Township of Brookfield
Eaton County, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the Township of Brookfield, Michigan as of and
for the year ended March 31, 2008, which collectively comprise the Township's basic financial statements as listed
in the Table of Contents. These financial statements are the responsibility of the Township’s management. Our
responsibility is to express opinions on these financial statements based on cur audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as wel as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the governmental activities, the business-type activities, each major fund, and the aggregale remaining fund
information of the Township of Brookfield, Michigan as of March 31, 2008, and the respective changes in financial
position and cash flows, where applicable, thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

The budgetary comparison information, as identified in the Table of Contents, is not a required part of the basic
financial statements but is supplementary information required by the Governmental Accounting Standards Board.
We have applied certain Iimited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information. However, we did not audit
the information and express no opinion on it.

The Township has not presented a management's discussion and analysis (MD&A), which would be an analysis of
the financial performance for the year. The Governmental Accounting Standards Board has determined that the
MD&A is necessary to supplement, although not required to be part of the basic financial statements.

Our audit was conducted for the purpose of forming opinions con the financial statements that collectively comprise
the Township of Brookfield's financial statements. The accompanying other supplementary information, as
identified in the Table of Contents, is presented for the purpose of additional analysis and is not a required part of
the basic financial statements. The other supplementary information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the financial statements taken as a whole.

£ Go s L€

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants

September 25, 2008 East Lansing = Rochester Hills = St. Johns
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Township of Brookfield
STATEMENT OF NET ASSETS

March 31, 2008

Governmental  Business-type

Activities Activities Total
ASSETS
Current assels
Cash 5 171442 3 133851 3 305,383
Cash - restricted 821 - 821
Accounts receivable - 1,260 1,260
Taxes receivable 3,478 - 3,478
Special assessments receivable - 43,105 43,105
Internal balances {35,719} 35,7149 -0-
140,022 214,035 354,057
Noncurrent asseats
Capital assets not being depreciated - 3,291,339 3,291,339
Capital assets, net of accumulated depreciation 8,331 - 8,331
Total noncurrent asssis 8 331 3,291,339 3,702,391
TOTAL ASSETS 148,353 3,508,374 4,056,448
LIABILITIES
Currant liabilities
Accounts payable 303 2,002 2,395
Accrued interest payable - 7,614 7,814
Current portion of long-term dabt - 133,918 133,818
Total current Habilities 303 143,624 143,927

Noncurrent Habilities
Noncurrent portion of long-term debt

2,653,086 2,853,088

TOTAL LIABILITIES 303 2,796,710 2,797,013

NET ASSETS
Invested in capital assels, net of related debt 8,331 504,335 512,666
Restricted for cemetery maintenance 821 - 821
Unrestricted 138,898 204,329 343,227
TOTAL NET ASSETS $ 148050 § 708664 § 856,714

See sccompanying notes to financial statemenis,



Township of Brookfield

STATEMENT OF ACTIVITIES

Year Ended March 31, 2008

Net {Expense) Revenue and
Changes in Net Assets

Program Revenues

Primary Government

Charges for Operating Grants Capital Grants Governmental Business-lype
Functions/Programs Expenses Services and Contributions and Contributions Activities Activities Total
Governmental activities
General government $ 88,958 20,33 % - % - § (68622) § - § (68622)
Public safety 17,309 500 - - {16,809) - {16,808)
Public works 41,205 - 3,560 - {37,645) - (37,645)
Health and welfare 1,124 - - - {1,124) - {1.124)
Total governmental activities 148,596 20,836 3,560 -0~ (124,200) -0- (124,200)
Business-type activities
Narrow Lake sewer 83,409 38,431 - 270,561 - 225,583 225,583
Total $ 232005 59,267 % 3560 § 270,561 {124,200) 225,583 101,383
General revenues

Property taxes 35,069 - 35,069

State shared revenue 98,317 - 98,317

Investment earmnings 5,273 442 5715

Miscellaneous 5,189 511 5,700

Transfers 2,843 (2.843) -Q-

Total general revenues and transfers 146,691 {1,820} 144 801

Change in net assets 22,491 223,693 246,184

Net assets, beginning of the year 125,559 484,971 610,530

Net assets, end of the year § 148,050 $ 708,664 $ 856,714

See accomparniying notes to financial statements.




Township of Brookfield

GOVERNMENTAL FUNDS BALANCE SHEET

March 31, 2008

ASSETS
Cash
Cash - restricted
Taxes receivable

TOTAL ASSETS

LIABILITIES AND FUND BALANCES
LIABILITIES
Accounis payable
Due fo other funds

TOTAL LIABILITIES

FUND BALANCES
Reserved for
Cemetery maintenance
Unreserved
Urndlesignated, reported in
General fund

TOTAL FUND BALANCES

TOTAL LIABILITIES AND FUND BALANCES

See gocompanying notes to financial statements.

Nonmajor Total
Governmental  Governmenial
Genersl Funds Funds

& 171442 & - % 171442

- 821 821

3,478 - 3478

§ 174820 3% 821 $ 175741
$ 303 % - % 303
38,719 - 35,719
36,022 - 36,022

- 821 821
138,898 - 138,898
138,898 821 136,719

$ 174920 3 8§21 § 175741




Township of Brookfield

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TGO THE STATEMENT OF NET ASSETS

March 31, 2008

Tetal fund baiance - governmental funds $ 139,719
Amounts reported for the governmanial activities in the statement of net assets are different because:

Capital assels used in governmental activities are not financial resources
and therefore are not reported as asssis in the governmental fund.

The cost of capital assets is § 12,891
Accumulated depreciation is {4,360}
Capital assels, net 8,331
Net assets of governmental activities $ 148,050

See accompanying notes {o financial statements.



Township of Brookfield

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS

Year Ended March 31, 2008

Nonmajor Total
Governmental  Governmental
General Funds Funds
REVENUES
Taxes $ 53,445 $ - % 53,445
Intergovernmental 101,877 - 101,877
Charges for services 2,460 - 2,460
Interest 5,268 5 5,273
Other 5,189 - 5,189
TOTAL REVENUES 168,239 5 168,244
EXPENDITURES
Current
General government 75,463 - 75,463
Public safety 17,309 - 17,309
Public works 41,205 - 41,205
Health and welfare 1,124 - 1,124
Other 6,408 - 6,408
Capital outlay 5,758 - 5,758
TOTAL EXPENDITURES 147,267 -0- 147,267
EXCESS OF REVENUES OVER
EXPENDITURES 20,972 5 20,977
OTHER FINANCING SOURCES
Transfers in 2,843 - 2,843
NET CHANGE IN FUND BALANCES 23,815 5 23,820
Fund balances, beginning of year 115,083 816 115,899
Fund balances, end of year 3 138,898 3 821 $ 139,719

See accompanying notes to financial statements.



Township of Brookfield
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGE IN FUND BALANCES OF GOVERNMENTAL
FUNDS TO THE STATEMENT OF ACTIVITIES

Year Ended March 31, 2008

Net change in fund balances - governmental funds $ 23820
Amounts reported for governmental activities in the statement of activities are different because:
Capital outlay is reported as expenditures in the governmental fund. However, in the

statement of activities, the cost of capital assets is allocated over their estimated useful lives
as depreciation expense. In the current period, these amounts are;

Capital outlay $ 1,000
Depreciation expense (2,428)
Excess of depreciation expense over capital outlay (1,329)
Change in net assets of governmental activities $ 22491 - -

See accompanying notes to financial statements.



Township of Brookfield
STATEMENT OF NET ASSETS - PROPRIETARY FUND

March 31, 2008

Business-type
Activilies
Narrow Lake
Sewsr
ABSETS
Current assets
Cash $ 133,951
Accounts receivable 1,260
Special assessments recelvable 43,105
Due from other funds 35,719
Total current assets 214,035
Noncurrent assets
Capital assets not being depreciated 3,291,339
TOTAL ASSETS 3,505,374
LIABILITIES
Current liabilities
Accounts payable 2,082
Accrued interest payable 7,614
Current portion of long-term debt 133,818
Total current Babilities 143,624
Noncurrent lizbilities
Noncurrent portion of long-term debt 2,653,086
TOTAL LIABILITIES 2,796,710
NET ASSETS
Invested in capital assets, net of related debt 504,335
Unrestricted 204,328
TOTAL NET ASSETS % 708664

See accompanying notes to financial statements.



Township of Brookfield

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS -

PROPRIETARY FUND

Year Ended March 31, 2008

OPERATING REVENUES
Charges for services
Other

OPERATING EXPENSES
Utilities
Supplies
Maintenance
Insurance
Bervice charge
Miscellaneous

TOTAL OPERATING EXPENSES
OPERATING INCOME
NONOPERATING REVENUES (EXPENSES)
Special assessments
Interest revenue
interest expense
Transfers out
TOTAL NONOPERATING REVEMUES (EXPENSES)
CHANGE IN NET ASSETS

Net assets, beginning of year

Net assets, end of year

See accompanying noles o financial statements.

Business-type
Activities
Narrow Lake
Sewer

$ 38,431
511

38,042

13,051
1,985
1,220
3,019

560
4,280

24,125
14,817
270,581

442
(59,284}

(2,843}
208,878

223,653
484,971

$ 708684



Township of Brookfield

STATEMENT OF CASH FLOWS - PROPRIETARY FUND

Year Ended March 31, 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Cash receipts from customers
Cash paid to suppliers

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Bond and loan proceeds
Payments on borrowings
Capital purchases
Interest expense
Special assessments
Interfund transactions

NET CASH (USED) BY CAPITAL AND RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Interest revenue

NET (DECREASE) IN CASH
Cash, beginning of year
Cash, end of year

Recanciliation of operating income to net
cash provided by operating activities
Operating income
Adjustments to reconcile operating income
to net cash provided by operating activities
{Increase) in accounts receivable
{Decrease) in accounts payable

NET CASH PROVIDED BY OPERATING ACTIVITIES

See accompanying notes to financial statements.

Business-type
Activities
Narrow Lake
Sewer

5 37,682
(27,183)

10,499

274,343

(133,552)

(327,055)
(59,619)
260,749

(38,562)
(23,696)

442
(12,755)
146,706

$ 133,951
$ 14,817
{1,260)

(3,058)
$ 10,499



Township of Brookfield
NOTES TO FINANCIAL STATEMENTS
March 31, 2008

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Brockfield Township, Michigan was organized as a Township under provisions of the constitution and general law of
the State of Michigan. The Township is one of sixteen (16) townships in Eaton County. The Township operates
under an elected Township Board, which consists of a Supervisor, Clerk, Treasurer, and two trustees, and provides
services to its residents in many areas including fire protection, roads, and ambulance service.

The financial statements of the Township have been prepared in accordance with accounting principles generally
accepted in the United States of America (GAAP) as applied to Township governments., The Governmental
Accounting Standards Board is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The Township's mare significant accounting policies are described below.

1. Reporting Entity

As required by accounting principles generally accepted in the United States of America; GASB Statement No. 14,
The Financial Reporting Entity (as amended by GASB Statement No. 38);, and Statement on Michigan
Governmental Accounting and Auditing No. 5, these financial statements present all financial activities of the
Township of Brookfield. The Township has no activities that would be classified as component units.

The inclusion of the activities of various agencies is based on the manifestation of oversight criteria, relying on such
guidelines as the selection of the governing authority, the designation of management, the ability to exert significant
influence on operations, and the accountability for fiscal matters. The accountability for fiscal matters considers the
possession of the budgetary authority, the responsibility for surplus or deficit, the controlling of fiscal management,
and the revenue characteristics, whether a levy or a charge. Consideration is also given to the scope of public
service. The scope of public service considers whether the activity is for the benefit of the reporting entity and/or its
residents and is within the geographic boundaries of the reporting entity and generally available to its citizens.
Based upon the application of these criteria, the financial statements of Brookfield Township contain all the funds
controlled by the Township Board.

2. Related Organization

Rural Fire Association - The Rural Fire Association was established as a legally separate nonprofit organization.
Members pay dues yearly and have one member and one vote on the Board of Directors. Currently, the members
are the Townships of Brookfield, Carmel, Chester, Eaton, and Walton. The Association has a contract with the City
of Charlotte for expenses connected with fire department services in the areas serviced. The Township of
Brookfield does not hold titie to any of the Association’s assets, nor does it have rights to any surpluses or
responsibility to finance any deficits of the Association. The Township of Brookfield paid $10,579 to the Association
in the year ended March 31, 2008.

3. Basis of Presentation

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The statement of net assets and the statement of aclivities (the government-wide statements) present information
for the primary government as a whole. All non-fiduciary activities of the primary government are included (i.e.,
fiduciary fund activities are not included in the government-wide statements).

The statement of activities presents the direct functional expenses of the primary government and the program
revenues that support them. Direct expenses are specifically associated with a service, program, or department
and are therefore clearly identifiable to a particular function. Program revenues are associated with specific
functions and include charges to recipients of goods or services and grants and contributions that are restricted to
meeting the operational or capital requirements of that function. Revenues that are not required to be presented as
program revenues are general revenues. This includes all taxes, interest, and unrestricted State revenue sharing
payments and other general revenues and shows how governmental functions are either self-financing or supported
by general revenues.

-10 -



Township of Brookfield
NOTES TO FINANCIAL STATEMENTS
March 31, 2008

NOTE A: DESCRIPTION OF TOWNSHIP QPERATIQONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

3. Basis of Presentation - continued

FUND FINANCIAL STATEMENTS

The fund financial statements present the Township's individual major funds and aggregated nonmajor funds.
Separate financizl slatements are provided for govermmental funds and proprietary funds. Major individual
governmental funds and the major individual enterprise fund are reported as separate columns in the fund financial
staternents.

The mejor funds of the Township are:

a. The General Fund is the Township’s primary operating fund. 1t accounts for all financial resources of the
general government except for those that are required to be accounted for in ancther fund.

b, The Narrow Lake Sewer Fund is used to account for the operations required fo provide sewer services to the
general public, the costs (expenses, including depreciation} are financed or recovered prirarily through user
charges,

4. Measurement Focus

The government-wide and proprietary fund financial statemenis are presented using the economic resources
measurement focus, similar to that used by business enterprises or not-for-profit organizations. Because another
measurement focus is used in the governmental fund financial statements, reconciliztions to the government-wide
statements are provided that explain the differences in delall.

All governmental funds are presenied using the current financial resources measurement focus, With this
measurement focus, only current assets and current liabilities generally are included on the balance sheet,
Operating staterments of these funds present increases (i.e., revenues and other financing sources) and decreases
(i.e., expergdiiures znd other financing uses) in net current assats.

5. Basis of Accounting

Basis of accounting refers to when revaenues and expendilures ara recognized in the accounts and reported in the
financial statements. Basis of accounting relates to the timing of the measurement made, regardless of the
measurement focus applied,

All governmental funds are accounted for using the moedified accrual basis of accounting. Under this method,
revenues are recognized when they become susceptible to accrual (when they become both “measurable” and
“available to finance expendiiures of the current period”). The length of time used for "available” for purposes of
revenue recognition in the governmental fund financial statements is 60 days. Revenues that are considered
measurable but not available are recorded as a receivable and deferred revenue. Significant revenues susceptible
to accrual are special assessments and cerfain intergovernmental revenues.  Expenditures are generally
recoghized under the modified accrual basis of accounting when the related fund labllity is inourred, except for
interest on fong-term debt which is recorded when due.

Proprietary funds are accounted for using the accrual basis of accounting. Thelr revenues are recognized whan
they are earned, and their expenses are recognized when they are incurred.

Private-sector standards of accounting and financial reporting issued to December 1, 1989, generally are followed in
both the government-wide and propristary fund financial statements to the extent that those standards do not
cordlict with or contradict guidance of the Governmental Accounting Standards Board. Governments also have the
option of following subseguent private-sector guidance for their businesstype activilies and enterprise funds,
subject to this same fimitation. The Township has elected not to follow subsequent private-sector guidance.

-4 -



Township of Brookfield
NOTES TQ FINANCIAL STATEMENTS
March 31, 2008

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

5. Basis of Accounting - continuad

Proprietary funds distinguish operating revenues and expenses from nonoperating lems. Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection with a
proprietary fund's principal ongoing operations,  The principal operating revenues ¢f the Enlerprise Funds are
charges to customers for sales and services. Qperating expenses for enterprise funds include the cosls of sales
and services, administrative expenses, and other costs of running the activity. Al revenues and expenses not
meeting this definition are reporied as nongperating revenues and expenses. [fwhen both restricted and
unrestricted resources are available for use, it is the Township's pdlicy to use restricted resources first, then
unrestricted resources as they are needed.

6. Budgets and Budgetary Accounting

The General Fund budget shown as required supplementary information to the financial statements was prepared
on a basis not substantially different than the basis used to reflect actual results.

The Township follows these procedures in establishing the budgetary data reflected in the financial statements:

a. Prior to April 1, the budget is legally adopted on a funclional leve! through passage of a Board resolution,
After the budget is adopted, all ransfers of budgeted amounts between accounts within the fund or activity
or any revisions that alter the total expenditures of the fund or activity must be approved by the Township
Board,

b, Formal budgetary integration is employed as a management conbrol device during the year.

¢. The Tewnship does not employ encumbrance accounting as an extension of formal budgetary integration.
Approoriations unused at March 31 are not carried forward to the following fiscal year.

d. Budgeted amounis are reported as originally adopted and amended by the Township Board during the
year. The amendmenis io the originally adopted budget were not material.

7. Cash and Restricted Cash

Cash consists of various checking and savings accounts. Restricted cash relates to amounts held for cemetery
maintenance, as restricted for use by the donor.

8. Property Tax

Brookfield Township bills and collects both its own property tax levy and the tax levy for other governmental units.
The Township's property tax revenue recognition policy and related tax calendar disclosures are as follows:

Property taxes are levied twice per year. A summer tax is levied on July 1 and a winter tax is levied on December 1.
The tax levies are due September 14 and February 14, respectively. Al taxes not paid by their due dates are
deemed delinquent. Delinguent real property taxes are turmed gver fo the Eaton County Treasurer on March 1 of
the year following the levy., The Eaton County Treasurer remits payment to all taxing units on all delinquent real
properly taxes. Delinguent personal property faxes are refained by the Township for subsequent collection,
Property laxes are recognized as revenues in the period for which they are levied.

The Township is permifted to levy up to §1 per $1,000 of assessed valuation for general governmental service and
additional amounts for roads and bridges. For the year ended March 31, 2008, the Township levied 0.8597 mills
per $1,000 of assessad valuation for general governmental services. The {otal taxable value for the 2007 levy for
property within the Township was $40,791,794.

12



Township of Brookfield
NOTES TO FINANCIAL STATEMENTS
March 31, 2008

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

8, Capital Assets

Capilal assels consist of land, equipment, and a sewer system and are recorded {net of accumulated depreciation,
if applicable) in the government-wide financial statements. Capital assets are those with an estimated useful life of
more than one year and a value excesding $1.000 for most items and $500 for theft-sensitive tems such as
computers and voling equipment.  All purchased capital assels are valued at cost where historical records are
available and at an estimated historical cost where no historical records exist. Donated capital assets are valued at
their estimated fair market value on the date received. The cost of normal maintenance and repairs that do not add
to the value of the asset or materially extend assel lives are not capltalized. Depreciation for the equipment is
computed using the straight-line method over 5 years.

10. Reserved fund balances and restricted nef assets

Reserved fund balance is used to earmark a portion of fund balance to indicate that it is not appropriate for
expenditures or has been legally segregated for a specific fulure use. Restrictions of net assets shown in the
Government-wide financial statements indicate that restrictions imposed by the funding source or some other
outside source which praclhudes their use for unrestricted purposes.

11. Comparative Dala

Comparative data for the year has not been presented in the accompanying financial statements since the inclusion
of comparafive data would make the statements unduly complex and difficult to read.

NOTE B: CASH

In accordance with Michigan Compiled Laws, the Township is authorized to invest in the following investment
vehicles:

1. Bonds, securities, and other obligations of the United States or any agency or instrumentzality of the United
States.

2. Certificates of deposit, savings accounis, deposit accounts, or depository receipis of 2 Stalte or nationally
chartered band or a Siate or Federally chartered savings and loan association, savings bank, or credit union
whose deposits are insured by an agency of the United States government and which maintains a principal
office or branch office localed in this State under the laws of the State or the United States, but only if the bank,
savings and loan association, savings bank, or credit union is eligible (0 be a depository of surplus funds
betonging to the State under Section B or 8§ of Act No, 105 of the Public Acls of 1855, as amended, being
Section 21.145 and 21.148 of the Michigan Compiled Laws.

3. Commerciai paper rated at the time of purchase within the three {3) highest classifications esiablished by not
less than two (2) standard rating services and which matures not more than 270 days after the date of
purchase.

4. The United States government or federal agency obligations repurchase agreements,

5. Bankers acceptances of United Slales banks.,

8. Mulual funds composed of investment vehicles which are legal for direct investment by local units of
government in Michigan.

-13 -



Township of Brookfield
NOTES TO FINANCIAL STATEMENTS

March 31, 2008

NOTE B: CASH - CONTINUED

Federal Deposit Insurance Corporation (FDIC) regulations provide that deposits of governmental uniis are to be
separately insured for the amount of $100,000 for deposits in an insured bank for savings deposits and $100,000
for demand deposits.  Furthermore, if specific deposits are regulated by statute or bond indenture, these specific
deposits are to be separately insured for the amount of $100,000. Michigan Compiled Laws allow for
collateralization of government deposits if the assets for pledging are acceptable to the State Treasurer under
Section 3 of 1855 PA 105, MCL 21.143, to secure deposits of State surplus funds, securities, issued by the Federal
Loan Morigage Corporation, Federal National Morfgage Association, or Government National Mortgage
Association.

Deposgils

There is a custodial credit risk as it relates 1o deposits. In the case of deposits, this is the risk that in the event of a
bank failure, the Township's deposils may not be returned to . As of March 31, 2008, the carrying amount of the
Township’'s deposits was $308,214 and the bank balance was $333,490,

Deposits of the Township are at federally insured banks located in the State of Michigan with all accounts
maintained in the name of the Township. As of March 31, 2008, the Township accounts were insured by the FDIC
for $101,884. The amount of $231,508 was uninsured and uncollateralized,

Due to significantly higher cash flow at certain periods during the year, the amount the Township held as cash
increased significanily. As a result, the amount of uninsured and uncoliateralized cash was substantialiy higher at
these peak periods than at year-end.

Credit risk

State law limits investments in cerfain types of investments to a prime or belter raling issued by nationally
recognized statistical rating organizations (NRSR(O's}). As of March 31, 2008, the Township did not have any
investments that would be subject to rating.

Interest rate risk

The Township wili minimize interest rate rigk, which is the rigk that the market value of securities in the portfolio will
falt due to changes in markel interest rates, by designing its portfolio with the objective of oblaining a rate of return
throughout the budgetary and economic cycles, taking into account the investment risk constraints and the cash
flow characteristics of the portiolio.

Concentration of credit risk

The Township will minimize concentration of credit risk, which Is the risk of loss attributed to the magnitude of the
Township's investment in a8 single issuer, by diversifying its investments by security type and institution to ensure
that potential losses on individual securities do not exceed the income generated from the remainder of the portiolio.

Custodial credit risk

The Township will minimize custodial credit risk, which is the risk of loss due to the failure of the security issuer or
backer by limiting investmeants fo the types of securities listed in the Township's investment policy, and pre-
qualifying the financial institutions, brokers/deslers, intermediaries, and advisors with which the Township will do
business in accordance with the Township's investmernt policy.

-14 -



Township of Brookfield
NOTES TO FINANCIAL STATEMENTS

March 31, 2008

NOTE C: CAPITAL ASSETS

Capital asset activity for the year ended March 31, 2008 was as follows:

Balance Balance
Governmental activities April 1, 2007 Additions Deletions March 31, 2008
Capital assets being depreciated:
Equipment $ 11592 § 1,099 % - 5 12,691
Less accumulated depreciation for:
Equipment { 1932 ) _{ 2428 ) - { 4,360 )
Net capital assets being depreciated 3 9,660  §( 1329 ) § 0 5 8.331

All of the depreciation expense for the year was charged to the general government function in the statement of
activities.

Balance Balance
Business-type activities April 1, 2007 Additions Deletions March 31, 2008
Capital assets not being depreciated:
Land $ 180,556 $ - $ - $ 180,556
Construction in progress 2,783,728 327,055 - 3,110,783

$ 2964284  § 327085 3 _____-0-  § 3291339

NOTE D: LONG-TERM DEBT

The following is a summary of changes in long-term debt (including current portion) of the Township for the year
ended March 31, 2008.

Amounts
Balance Balance Due Within
April 1, 2007  Additions Reductions March 31, 2008 _One Year
PRIMARY GOVERNMENT
Business-type Activities
tand Purchase Loan $ 180,556 $ - % 8,552 § 172,004 $ 8,918
Act 185 SDS Bonds 2,465 657 274,343 125,000 2,615,000 125,000

TOTAL PRIMARY GOVERNMENT $ 2646213 § 274343 § 133552 $ 2787004 $§ 133918

Significant details regarding outstanding long-term debt (including current portion) are presented below:
PRIMARY GOVERNMENT

Land Purchase Loan

$180,556 Loan dated May 2, 2008, for the purchase of land for use in the Narrow Lake

Sewer construction project, due in annual installments ranging from $8,918 to $15,570
through May 1, 2021, with interest of 4.750 percent, payable annuatly. $ 172,004
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Township of Brookfield
NOTES TO FINANCIAL STATEMENTS

March 31, 2008

NOTE D: LONG-TERM DEBT - CONTINUED

Act 185 SDS Bonds

$2,860,000 Sewage Disposal System Bonds, due in annual instalimenis ranging from
$125,000 to $165,000 through April 1, 2028, with interest of 1.625 percent, payable semi-

annually, § 2.615000
§.2.787,004

Annual Reguirements for Bonded Debt and Installment Loans

The annual requirement to pay the debt principal and interest outstanding for ihe following loan is as follows:

Primary Government
Land Purchase Loan Act 185 SDS Bonds
Year Ending

March 31 Princips Interest FPrincipal interest
20089 $ 8,918 $ 8,308 $ 125000 8 41,478
2010 9,370 7,854 130,000 39,406
2011 9,821 7,403 130,000 37,293
2012 10,284 5,930 130,000 35,181
2013 10,772 6,452 135,000 33,028
2014-20%8 62,245 23,874 705,000 131,462
2019-2023 60,584 7406 770,000 71,500
2024-2027 - - 480.000 12,025
§ 172,004 §__ 68225 15, § 401373

NOTE E: BEFERRED COMPENSATION PLAN

The Township of Brookfield offers its employees a deferred compensation plan created in accordance with Internal
Revenue Code Section 457, The assets of the plan were held in trust {custodial account or annuity contract) as
described in IRC Section 457(g) for the exclusive benefit of the participants and their beneficiaries. The custodian
thereof for the exclusive henefit of the participants holds the custodial account for the beneficiaries of the Section
457 plan, ard the assets may not be diverled to any other use. The administrators are agents of the employer
{Township of Brookfield) for the purposes of providing direction to the custodian of the custodial account from time
to time for the investment of the funds held in the account, transfer of assets to or from the account and all other
malters. In accordance with the provigsions of GASB Statement No. 32, plan balances and activities are not
reflected in the Towrship of Brookfield's financial statements.

NOTE F: RISK MANAGEMENT

The Township participates in a podl, the Michigan Municipal Liability and Property Pool, with other municipalities for
auto, property, additional equipment, boiler and machinery, official bond and oath, ¢rime, and liability losses. The
pool is organized under Public Act 138 of 1882, as amended as a governmental group property and casualty self
insurance pool. In the event the pool's claims and expenses for a policy year exceed the total normal annual
premiums for said years, all members of the specific pool's policy year may be subject to special assessment to
make up the deficiency. The Township has not been informed of any special assessments bieing required.

The Township has purchased commercial insurance to minimize the risk of loss due to workers' compensation
claims.
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Township of Brookfield
NOTES TO FINANCIAL STATEMENTS

March 31, 2008

NOTE G: EXCESS GF EXPENDITURES QVER APPROPRIATIONS

Michigan Public Act 621 of 1878, Sactions 18 and 18, as amended, provides that a local governmental unit not incur
expendiiures in excess of the amounts appropriated.

In the budgstary comparison schedule, the Township's budgeted expenditures in the General Fund have been
shown at the activity level. The approved budgets of the Township have been adopted at the activity level for the
General Fund,

During the year ended March 31, 2008, the Township incurred exgenditures in the General Fund in excess of the
armnounts appropriated as follows:

Amounts Amounts
Appropriated Expended Variance

General government

Legislative $ 11,500 $ 11,508 § 8

Elections 856 1,101 451

Clerk 16,775 16,931 156

Board of Review 517 563 46

Treasurer 14,175 15,341 1,166

Township Hall 2,190 2,763 573
Capita outiay

Equipment 3,750 5,768 2,008
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Township of Brookfield
General Fund
BUDGETARY COMPARISON SCHEDULE

Year Ended March 31, 2008

Variance with

Budgeted Amounts Final Budget
Puositive
Original Final Actual (Negative}
REVENUES
Taxes
Current property taxes $§ 37500 % 73,000 $ 35069 $ {37,831}
Tax adminisiration fees 13,500 12,000 18,376 8,376
Total taxes 51,000 85,000 53,445 {31,555)
Intergovernmental
State shared revenue 92,500 86,000 08,317 12,317
Metro act - - 3,560 3,560
Total intergovernmental 52,500 86,000 101,877 15,877
Charges for services
Land division 1,500 175 - (175)
Fire runs 5,500 500 500 -
Cemetery ot sales 2,000 1,960 1,860 -0-
Total charges for services 9.000 2,635 2,480 {175}
Interast 3.8C0 5,000 5,268 288
Other revenue
Refunds and rebates 6,600 5,200 5,189 (11}
TOTAL REVENUES 162,800 183,835 168,238 {15,586}
EXPENDITURES
Current
General government
Legislative 7,100 11,500 11,508 {8)
Executive 8,807 8,757 8,757 -
Elections 1,500 650 1,101 {451)
Assessor 20,700 19,800 9,786 10,114
Clerk 14,0585 16,775 16,931 {156}
Board of review 500 517 563 {448}
Treasurer 15,200 14,175 15,341 (1,166)
Township hall 2,700 2,180 2,763 {573)
Cemetery 8,400 8,713 8713 -
Attorney 2,500 - - ~(-
Total general government 81,462 83,177 75,4583 7,714
Public safety
Fire protection 35,000 35,000 17,309 17,691
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Township of Brookfield

General Fund

BUDGETARY COMPARISON SCHEDULE - CONTINUED

Year Ended March 31, 2008

Variance with
Budgeted Amounts Final Budget
Positive
Original Final Actual {Negative)
EXPENDITURES - CONTINUED
Current - continued
Public works
Drains at large $ 7.000 % 7,100 & 7.043 $ 57
Road maintenance 35,000 34,162 34,162 -
Total public works 42,000 41,282 41,205 57
Health and weifare
Arnbulance contracted services 2,100 1,124 1,124 (-
Other
Insurance 7,200 7.500 6,408 1,082
Capital outlay
Equipment 3,000 3,750 5,758 (2,008)
TOTAL EXPENDITURES 170,782 171,813 147,287 24,546
EXCESS OF REVENUES OVER
{UNDER) EXPENDITURES (7.862) 12,022 20,872 £,950
OTHER FINANCING SOURCES
Transfers in - - 2,843 2,843
NET CHANGE IN FUND BALANCE {7,882) 12,022 23,8158 11,793
Fund balance, beginning of year 115,083 115,083 115,083 (-
Fund balance, end of year $ 107,229 % 127,105 % 138,898 $ 11,783
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Township of Brookfield
Nonmajor Governmaental Funds
COMBINING BALANCE SHEET

March 31, 2008

Permanent Funds Total
Nenmajor
Nellie Lela Governmental
Miller Troutner Funds
ASSETS
Cash - rastricled 3 294 3 527 3 821
FUND BALANCES
Reserved for
Cemetery maintenance § 294 $ 527 $ a1
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Township of Brookfield

Nonmajor Governmental Funds

COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES

Year Ended March 31, 2008

Permanent Funds

Total
Nonmajor

Nellie Lela Governmental

Miller Troutner Funds

REVENUES

Interest $ 2 8 3 3 5
Fund balances, beginning of year 202 b24 816
Fund balances, end of year $ 284 $ 527 3 821
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REPORT ON INTERMAL CONTROL OVER FINANCIAL REFORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF THE FINANCIAL STATEMENTS

To the Members of the Township Board
Township of Brookfield
Eaton County, Michigan

We have audited the accompanying financial statements of the governmental aclivities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Township of Brookfield, as of and
for the year ended March 31, 2008, which collectively comprise the Township's basic financlal statements, and
have issued our report thereon dated September 25, 2008. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America.

Internal Contral Over Financial Reporting

In planning and performing our audit, we considered the Township's internal control over financial reporing as a
basis for deslgning our auditing procedures for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Township's internal control over
financial reporting.  Accordingly, we do nol express an opinion on the effectiveness of the Township's internal
contrel over financial reporting,

Our consideration of internal control over financial reporting was for the limited purpose described in the preceding
paragraph and would not necessarily identify alf deficiencies in internal control over fimancial reporting that might
be significant deficiencies or material weaknesses. In addition, because of inherent limitations in internal control,
inciuding the possibility of management override of controls, misstatements due to error or fraud may occur and
not be detected by such controls, However, as discussed below, we identified certain deficiencies in internal
contral that we consider to be significart deficiencies.

A conirol deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing thelr assigned functions, to prevent or detect misstaternents on a timely basis, A
significant deficiency is a conlro! deficiency, or a combination of control deficiencies, that adversely affects the
entity's ability to initiate, authorize, record, process, or repart financial data reliably in accordance with accounting
principles generally accepted in the United States of America such that there s more than a remote likelihood that
a misstatement of the entity's financial statements that is more than inconsequential will not be prevenied or
detected by the entity's internal control. We consider the following deficiencies to be significant deficiencies in
internal control over financial reporting.

PREPARATICN OF FINANCIAL STATEMENTS

Michigan governments are required to prepare financial statements in accordance with generally accepted
accounting principles {GAAP). Responsibility for the financial statements of the Township rests with the
Township’s management. The preparation of financial statements in accordance with SAAP requires intermal
controls over both {1) recording, processing, and summarizing accounting dala {i.e., maintaining internal
accounting records), and (2} reporting government-wide and fund financial statements, including the related
note disclosures {l.e., external financiai reporting).

It has historically been common for many small to medium-sized governments to rely on the independent
auditors to assist in the preparation of the government-wide and fund financial stalements, as well as the
related notes fo the financial statements, as part of its external financial reporling process. As a result, a
government's ability to prepare financial statements in accordance with GAAP has typically been hased, in
part, on its reflance on the independent auditors. By definifion, independent auditors cannot be part of the
government's tnternal contrals.
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PREPARATION OF FINANCIAL STATEMENTS - CONTINUED

The condition noted in the preceding paragraph exists at the Township of Brookfield. The cause for this
condition is simply because i is more cost effective to cutsource the preparation of its annual financial
statemernts o the independent auditors than {o incur the time and expense of having the employees andlor
management obtain the necessary training and experlise required to perform this task internally. This
condifion was noted and reported in our prior year audit comments,

As 2 rasulf of this condition, the employees andfor management do not possess the qualifications necessary
o prepeare the Township's annual financial statements and notes to the financial statements in accordance
with GAAP. The Township relies, in part, on the independent auditors for assistance with the preparation of
annual financial statements and related notes to the financial statements in accordance with GAAP.

We recommend the Township consider obtaining the proper training for the appropriate staff members to
assure that they are able to fully understand what goes into the preparation of the annual audited financial
statements, assure there are no material missiaterments, and assure there are appropriate disclosures in
accordance with accounting principles generally accepted in the United States of America,

A malerial weakness is 2 significant deficiency, or a combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or
datected by the entity's internal control.

QOur consideration of the internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in the internat control that might be
significant deficiencies and, accordingly, would not necessarily disclose afl significant deficiencies that are also
considered to be material weaknesses. We consider the deficiencies described below to be material
weaknesses in internal control aver financial reporting.

MATERIAL JOURNAL ENTRIES PROPOSED BY AUDITORS

Material journai entries were proposed by the suditors to properly account for cash, accounts receivable,
accounts payable, taxes recelvable, due to other funds, due from other funds, capital assets, notes pavable,
and others areas. These misstatements were not detected by the Township's internal control over financial
reporting. This issue was noled and reported in our prior year audit comments.

Statement on Audifing Standards No. 112 (SAS 112}, Communicaling Internal Conlrol Related Matters
identified in an Audif, emphasizes that management is responsible for establishing, maintaining, and
manitoring infernal controls, and for the fair preseniation in the financial statements of financial position,
results of operations, and cash flows, including the notes lo financial statements, in conformity with U.S.
generally accepted accounting principles. The auditor cannot be a part of infernal condrols.

We recommend that the Township take steps to ensure that material journal entries are not necessary at the
time future audit analysis is performed.

SEGREGATION OF DUTIES

During our consideration and assessment of fraud risk, we noted that at the present time, the Township
does not have sufficiend segregation of dulies in its accounting structure. The intent of internal control is to
assure that no one individual is abie lo contral all aspects of a ransaction cycle. This issue was noted and
reported in our prior year audit comments,

While this is a common occurrence in many smaller organizations due to the limited number of employees,
the Township should realize that a greater risk in safeguarding assets exists if duties and responsibiliies are
not appropriately arranged and separated. In smaller entities, where the number of employees is limited
and duties cannot be adequalely separated, the Township's management must provide a grester review
and supervision of employee funclions and procedures,

We recommend that the Township's management review various areas of operation and consider additions!
segregation duties to provide better internal controls.



LACK OF A DOUBLE ENTRY ACCOUNTING SYSTEM

During the course of our audit, we noted that the Township does not employ a frue double-entry accounting
system. Various receip!, disbursement, and checkbook-type ledgers are maintained, but there are no records
of balance sheet accounts thal can be related to the existing ledgers. As a resull, the bank reconciliations that
are prepared are nol being compared to a “book balance” fo verify they are in agreement with the general
ledger. This issue was noted and reported in our prior year audil comments.

The Uniform Accounfing Procedures Manual issued by the Michigan Department of Trezsury detsils
requirements related to the basic financial records, documents, and procedures that are applicable to all
counties and local units of government in Michigan states that a full general ledger must be maintained that
documents the history of all assels, liabilities, fund balances, revenues, and expendilures. This issue was
noted and reported in our audit comments for the prior yvear,

We recommend the Township implement 2 double-entry accounting system, whether manual or
compierized, which will help to maintain &l of the general ledger accounts required by the Michigan
Department of Treasury.

Compliance and Other Matters

As parl of obiaining reasonable assurance about whether the Township’s financial statements are free of
material misstatement, we performed tests of its compliance with cerlain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The resuits of
our tests disclosed the following instance of noncompliance or other matters.

BUDGETS

As noted in the financial statements, some of the aclivities of the Township exceeded the amounis
appropristed for the Genersl Fund. This issue was noted and reported in our prior vear audit comments.

Michigan Public Act 821 of 1878, as amended, provides that the Township adopt formal budgets for all
applicable General and Special Revenue Funds, and shall not incur expendilures in excess of the amounts
appropriated.  Also, the Public Act requires amendments o be performed prior o incurring additional
expenditures. The Act also prohibits the Township from appropriating more funds for expenditure than is
available through current revenue sources and any accrued surplus or deficit from previous years.

We recommend the Township monitor expenditures against adopted budgels and make appropriate budgst
amendments as needed.

This report is intended solely for the information and use the members of the Board of the Township of
Brookfield, others within the Township, and applicable depariments of the State of Michigan and is not intended
to be and should not be used by anyone other than these specified parties.
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ABRAHAM & GAFFNEY, P.C.
Certified Fublic Accountants

September 25, 2008



